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DATE: September 21 , 2016

NOTICE OF FINAL RULEMAKING
DOCKET no. RG-00000A-15-0098

Attached is a letter from the Arizona Attorney General's office approving the Final

Rule ma king a me nding the  P ipe line  S a fe ty Rule s , A.A.C. R14-5-202, R14-5-203, R14-5-204,

R14-5-205 and R-14-5-207. The rules are effective immediately upon tiling with the Secretary

of State.
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On this 21st day of September, 2016, the foregoing document was filed with Docket Control as a  Notice of
Final Rulemaking, and copies of the  foregoing were  mailed on behalf of the  Safety Division to the  following
who have not consented to email service. On this date or as soon as possible thereafter, the Commission's
eDocket program will automatically email a  link to the  foregoing to the  following who have consented to
email service.

Ray Latchem
DESERT GAS, LP
1709 Utica Square - 240
Tulsa Oklahoma 74114

Tom Meek
EL PASO ENERGY
2 North Nevada Avenue
Colorado Springs Colorado 80903

Joseph Jessop
COLORADO CITY
320 East Newel Avenue
P.O. Box 840809
Hildale Utah 84784

Brian Lehman
2200 North Central Avenue, Suite 300
Phoenix Arizona 85004

Janice Alward
ARIZONA CORPORATION COMMISSION
1200 w. Washington
Phoenix Arizona 85007

Thomas Broderick
ARIZONA CORPORATION COMMISSION
1200 w. Washington St.
Phoenix Arizona 85007

John Richardson
VALLE AIR PARK
801 S. State HWY 64, Space 100
Williams Arizona 85007

Otis Williams
SWISSPORT FUELING, INC
4200 E. Airlane Dr
Phoenix Arizona 85034

Johnny Penrod
ARlZONA PUBLIC SERVICE
4606 West Hadley
P.O. Box 53999
Phoenix Arizona 85043

Fausto Luna
REMOTE TANK FARM
250 north 55th Avenue
Phoenix Arizona 85043

Shawn Brink
SOUTHWEST GAS CORP
9 South 43rd Avenue
P.O. Box 52075
Phoenix Arizona 85072

Frank McRae
CITY OF MESA
640 North Mesa Drive
P.O. Box 1466
Mesa Arizona 85211

Brandon Matthews
PIMALCO AEROSPACE ALUMINUM
6833 West Willis Road, Box 5050
Chandler Arizona 85225

Gary Simmerman
MINERAL PARK, INC.
7033 East Greenway Parkway, #120
Scottsdale Arizona 85254

Jeff Hanenburg
SOUTHWEST GAS CORP
5705 South Kyrene Road
Tempe Arizona 85283

Tom Steeper
DESERT GAS SERVICES
50200 Colorado River Road
Ehrenberg Arizona 85334

Bob Stone
GILA RIVER, L.P
1250 East Watermelon Road
Gila Bend Arizona 85337

Bryan Jaconi
HAVASU SPRINGS RESORT
2581 Highway 95
Parker Arizona 85344

Kevin Shaw
PALINS LPG SERVICES LP
14702 West Olive Avenue
Waddell Arizona 85355

Steven Lunt
DUNCAN VALLEY ELECTRIC COOPERATIVE, INC.
P.O. Box 440
379597 AZ HWY 75
Duncan Arizona 85534

Steve Lines
GRAHAM COUNTY UTILITIES, INC.
9 West Center Street
P.O. Drawer B
Pima Arizona 85543



James Payne
ALLIANT GAS
200 W. Longhorn Rd.
Payson Arizona 85541

William Stephen
CITY OF BENSON GAS
160 South Huachuca
Benson Arizona 85602

Justin Burnett
CITY OF SAFFORD UTILITIES
405 West Discovery Park Blvd
Safford Arizona 85546

Bradley S. Carroll
UNS GAS, INC
Legal Department, MS HQE910
PO BOX 711
Tucson Arizona 85702

Kevin T. Hagerick
CITY OF WILLCOX
101 South Railroad, Suite B
Willcox Arizona 85643

Mark Hingstrum
SOUTHWEST GAS CORP
3401 East Gas Road
P.O. Box 26500
Tucson Arizona 85726Jim Lantto

SOUTHWEST GAS CORP
3401 East Gas Road
P.O. Box26500
Tucson Arizona 85726

Paul Huber
TUBA CITY SCHOOL DISTRICT #15
P.O. Box 67
Tuba City Arizona 86045

Nathan Sheley
UNISOURCE ENERGY SERVICES
2901 West Shamrell Blvd., #110
Flagstaff Arizona 86001

Joe Campbell
MINERAL PARK INC.
8275 North Mineral Park Road
Golden Valley Arizona 86413

Terry Rigoni
COPPER MARKET GAS
P.O. Box 245
Bagdad Arizona 86321

Joseph Covello
ALT- APPLIED TECHNOLOGIES
5499 West Needle Mountain Rd.
Topock Arizona 86436

Patrick Scott
MOJAVE PIPELINE
5499 West Needle Mountain Road
Topock Arizona 86436

Shaun McFatridge
SOUTHWEST GAS CORP
Southern Nevada Division
1705 Langford Drive
Bullhead City Arizona 86442

Scott Vickers
CALPINE SOUTH POINT
3779 Courtvvright Rd.
P.O. Box 5619
Mohave Valley Arizona 86440

Nathan Hlavaty
TRANSWESTERN PIPELINE
8001 Jefferson N.E.
Albuquerque New Mexico 87113

Phil Priebe
ZAPCO ENERGY TACTICS CORP.
7501 South Swan Road
Tucson Arizona 86706

Rick Aragon
QUESTAR
1215 South Lake Street
Farmington New Mexico 87499

Kenny Weickum
IKARD AND NEWSOM
4359 US Hwy 64
Kirtland New Mexico 87419

Steve Marositz
KINDER MORGAN ENERGY PARTNERS, L.P
2319 S. Riverside Ave
Bloomington California 92316

Eric DeBonis
SOUTHWEST GAS CORP
Corporate Office
5241 Spring Mountain Road
Las Vegas Nevada 89150

Rick Duncan
NORTH BAJA PIPELINE, LLC
201 W North River Dr. #505
Spokane Washington 99201
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MARK BRNOVICH

ATTORNEY GENERAL

OFFICE oF THE ATTORNEY GENERAL
STATE OF ARIZONA

September 12, 2016

[RECEVEDJ
J_-ii

SEP 1 92016

Mr. Charles  H. I-Ia ins
S ta ff Attorney
The  Arizona  Corpora tion Commiss ion
1200 W. Washington Street
P hoe nix, Arizona  85007

LEGAL DIVISION
AZ CORP COMM

RE: A.G. Rule No. 2016-0007, A.A.C. R14-5-202, R14-5-203, R14-5-204, R14-5-205 and
R14-5-207 (Final Rules)

De a r Mr. Ha ins ,

We  ha ve  re vie we d the  a bove -re fe re nce d rule . promulga te d by the  Arizona  Corpora tion
Commiss ion. We  ha ve  de te rmine d  tha t the  ru le  is  in  p rope r fo rm, is  c le a r,  conc is e  a nd
unders tandable , within the  power of the  agency to adopt and within legis la tive  s tanda rds , and was

have  de te rmined tha t the  Arizona  Corpora tion Commission has  demonstra ted tha t the  mile  needs to

The  Attorne y Ge ne ra l's  a pprova l of the  rule  sha ll not be  cons true d a s  a n e ndorse me nt of
policy is s ue s  re la ting  to  or re s u lting  from the  Rule ma king . P olicy de cis ions  re la ting  to  the
Rule ma king a re  those  of The  Arizona  Corpora tion Commiss ion a nd not the  Office  of the  Attorne y
General.

Approva l of Fina l Rules  and have  forwarded it toge the r with the  origina l rule , preamble , Economic,
Small Business and Consumer Impact Statement and three copies of each to the Secretary of State .

We have enclosed a  copy for your reference

S ince re ly,

MY \
0

.»*.

Ma rk Bmovich
Attorney Genera l

Enclosure

1275 WEST WASHINGTON STFIEET, PHoEnix, ARIZONA 85007-2926 • PHONE 602.542.4266 FAX 602.542.4085 www.AzAG.Gov

#5295705
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Chapter Heading:

The Articlgs_g1_d_the Sections invol_v_ed in the Rulemaking, lis.j_eQ in alphabetical and
numerical eider:

Artic le  2

éaenvyName;

R14-5-202

R14-5.203

Code Citation for the Chapter:

Sections

ATTORNEY GENERAL AP P ROVAL OF RULES

Arizona Corporation Commission

Corporation Commission-Transpiration

14 A.A.C. 5

=L 8

Action

Amend

Amend

I I

R14-5-204 Amend

R14-5-205 Amend

R14-5-207 Amend

The rules contained in this package are approved pursuant to the standards set
forth in A.R.S. §41-1044. The Attorney General's approval of the mle shall not be
construed as an endorsement of policy issues relating to or resulting from the
Rulemaking. Policy decisions relating to the Rulemaking are those of Arizona
Corporation Commission and hot the Office of the Attorney General. The Attorney
General has determined that the rules comply with A.KS. § 41-1032 and the rules
are effective immediately upon filing.

vv\@»Ub N59 14
Mark Bmovich
Attorney Gemeral

Date

#5295587
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AGENCY RECEIPT
28l6SEP!1+ FH lvhl

NOTICE OF FINAL RULEMAKING

L A28llcv name: Arizona Corporation Commission
WLEQ

L The Subchapters. if applicable: the Articles: the Parts. if applicable; and the Sections involved in the

Rulemaking. listed in alphabetical and numerical order:

Article. Part. or Section Affected (as applicable Rulemaking Action

Article 2

R14-5-202 Amend
\

R14-5-203 Amend

R14-5-204 Amend

R14-5-205 Amend

R14-5_207 Amend

I
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AGENCY CERTIFICATE
2815 SEP 14 PP*ih='42

NOTICE OF FINAL RULEMAKING

WL 0

L Agencv name: Arizona Corporation Commission

L Chapter heading: Corporation Commission - Transportation

3. Code citation for the Chapter: 14 AA.C. 5

The Subchapters.. if applicable; the Articles: the Parts. if applicable: and the Sections involved in the

Rulemaking. in numerical order:

Article. Part. or Section Affected (as applicable) Rulemaking Action

Article 2

R14-5-202 Amend
L'

R14-5-203 Amend

R14-5-204 Amend

R14-5-205 Amend

R14-5-207 Amend

The rules contained in this package are true and correct as (choose one: proposed or made):

Made

.Q 7 8//M
Signa1£ule'of Agency Qhilf Executive Officer in ink

Jodi Jericho

Printed or typed name of signer

Executive Director

Title of signer

E



PREAM8LE

1; Article.. Part. or Section Affected (as applicable) Rulemaking Action;

R14-5 -202 Amend

Citations to the agency's statutory Rulemaking authority to include both the authorizing statute (general)
and the imple_m9nting_s_tatute (specific):~

Authorizing statute: Arizona Constitution, Article XV §3.

TITLE 14. PUBLIC SERVICE CORPORATIONS;CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

R14-5-203

R14-5_205

R14-5-204

R14-5-207

CHAPTER s. CORPORATION COMMISSION ....- TRANSPORTATION
ARTICLE 2. PIPELINE SAFETY

NOTICE OFFINAL RULEMAKING

I

Amend

Amend

Amend

Amend

i.

I
I

9
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Implementing statute: A.R.S. §§40-441, 40-202(A), 40-203, 40-321(A), 40-322, 40-336

The effective date of the rules.

If the agency selected a date earlier than the 60 day effective date as specified in A.R.S. §4l»l032(A}..
include the earlier date and state the reason or reasons the agency selected the earlier effective date

as provided in A,R.S. §41-1032(A)(1i through (5):

Iminnediately upon f iling in the Oiiice of the Secretary of State after Attorney General

certification per A.R.S. §§41-1032(A), 41-1044 and 41-1057. lnurnediate effectiveness of

these rule amendments is justified under A.R.S. § 41-1032(A)(1) and (2), to preserve the

public  health and safety and to avoid a vio lat ion of  the PHMSA deadline f or  the

Commission to adopt regulations conforming to the current federal regulations for pipeline

safety. Because the rule amendments deal directly with the handling of natural gas and

other hazardous liquids transmitted through pipelines, the rule amendments will preserve

the public health or safety.

\

b. If the agency selected a date later than the 60 Dav effective date as snecitied in A.R.S. §41-1032(A}.
include the later date a_n_d_state the reason or reasons the axgencv selssted the later effective date as
provided in A.R.S. §41-10a2rB1:

1
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Not a pplica ble

5: Citations to all related notices published in the Regllsver as specified in R!-1-409(_A) that pertain to the

record of the final Rulemaking l1a5:kgg_e2

Notice of Rulemaking Docket Opening: 21 A.A.R. 685, May 15, 2015

Notice of Proposed Rulenaalsting: 21 A.A.R. 674, May 15, 2015

Notice  of S upplementa l P roposed Rulemaking: 21 A.A.R. 3158, December 11, 2015

Notice of Emergency Rulemaking: 22 A.A.R. 5, January 1, 2016

.5

Notice of Emergency Rulemaking Renewal: 22 A.A.R. 1637, June 24, 2016

The agency's contact person who can answer questions about the Rulemaking;

Name: Charles Hairs, Commission Counsel, Legal Division

Address: Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

Telephone : (602)542-3402

(602)542~4870

E-mail: Chains@azcc.gov

Web site: www.azcc.gov

4 An agency's iustificajion and reason why a rule should be made. amended. repealed or renumbered, to
include an explanation about the Rulemaking:

The Commission's Pipeline Safety mies establish construction and safety standards for gas,

liquefied natural gas ("LNG"), and hazardous liquid pipeline systems and for mama meter

systems. The rules are designed to protect ail residents of and visitors to the State of Arizona by

helping to ensure that the handling and transportation of gas, LNG, and hazardous liquids are

conducted in the safest manner possible, The primary purpose of this rulenaaldng is to make the

Colnmission's Pipeline Safety rules consistent with current federal pipeline safety regulations so

that the Commission maintains compliance with the requirements of its intergovernmental

agreement with the U.S, Department of Transportation's Pipeline and Hazardous Material Safety

Administration ("PHMSA"). The Rulemaking accomplishes this by updating the incorporations

Fa x:
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by reference for 49 CFR Parts 40, 191, 192, 193, 195, and 199, as well as several PHMSA reporting

forms, and by clarifying some requirements of the rules.

Under Title 49, § 60105 of  the U.S. Code ("49 U.S.C. § 60105"), the Commission holds

certification from PHMSA authorizing the Commission to prescribe and enforce safety standards

and practices for intrastate pipeline facilities and intrastate pipeline transportation. (See 49 U.S.C.

§60105(a).) The Commission is also authorized to act as an interstate agent under 49 CFR Chapter

601, To maintain its certification, the Commission must annually submit to PHMSA a certification

stating,inter alia, that the Commission (1) has regulatory jurisdiction over the standards and

practices to which the certification applies; (2) has adopted, by the date of certification, each

applicable standard prescribed under 49 U.S.C. Chapter 601 or, if the standard was prescribed no

later than 120 days before certification, is takriiug steps to adopt the standard; and (3) is enforcing

each adopted standard through means including inspections by qualified Commission employees.

(49 U.S.C. § 60l05(b).) The certif ication f iling must also identify the persons subject to the

Commission's safety jurisdiction, describe specific types of reported accidents or incidents during

the past 12 months, provide an investigation summary for each accident or incident, and describe

the Commission's regulatory and enforcement practices. (49 U.S.C. § 60105(c).) PHMSA may

reject certification for a state authority if it determines Thai the state authority is not satisfactorily

enforcing compliance with the applicable federal safety standards of 49 U.S.C. Chapter 601. (49

U.S.C. § 60105(f).) A state authority that carries out a safety program pursuant to certification

under 49 U.S.C. § 60105 is eligible to obtain grant funding from PHMSA of up to 80 percent of

the state authority's costs for the personnel, equipment, and activities reasonably required to carry

out the program for the next calendar year. (49 U.S.C. § 60107(a).) One of the performance

factors considered by PHMSA when determining the allocation of grant funds to a state authority

is whether the state has adopted the applicable federal pipeline safety standards. (49 CFR §

l98.l3(c)(7).) PHMSA can withhold payment if  it determines that a state authority is not

satisfactorily carrying out its safety program. (49 U.S.C. § 60l07(b).) PHMSA requires the

Commission to update its Pipeline Safety mies to the current federal standards by December 3 l,

2015. 1

f
E

s
I
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The Commission commenced this Rulemaking through a Notice of Rulelmakling Docket 0p6ni11g

and Notice of Proposed Rulemakilng published in the Arizona Administrative Register on May 15,

2015. The Commission held an oral proceeding on June 18, 2015, and did not receive any oral or

i
i

3

¥
8

r

8

i

8
IE



:
1

I

igr
ft

;

1.

, |

3
i

?
l
2

i.

l
!

iI
I
l

i

5

|

I

written public comments on the rulemdcing. On August 26, 2015, the Commission approved a

Notice of Final Rulemaking ("NFRM") package for filing with the Attorney General ("AG") for

certification under A.R.S. §41-1044. The MRM included language demonstrating the need for

an immediate effective date for the Rulemaking as provided under A.R.S. § 41-1032. The

Commission filed the NFRM package with the AG on September 15, 2015. Subsequent to the

tiling of the NPRM package, the AG notified the Commission that the AG considered

inoditications made to a date parenthetical included in the NFRM to constitute a substantial change

under A.R.S. §41-1025 and thus would not approve the NPRM. The Commission withdrew the

NFRM package and proceeded with a Notice of Supplemental Proposed Rulemaking to continue

the regular mlemaldng process to promulgate the updated Mes.

Because the Commission's failure to meet the requirements of the certification program could

result in loss of funding for the Commission's Pipeline Safety program, and the PHMSA deadline

for the Commission to update its Pipeline Safety rules to the current federal standards is December

31, 2015, the Commission also filed a Notice of Emergency Rulemaking ("NERM") with the AG

on October 22, 2015, under A.KS. §41-1026, to adopt the rule revisions herein.

At the time the NFRM was approved by the Commission, the most recent codification of 49 CFR

Parts40, 191, 192, 193, 195, and 199 hadbeen issuedon October 1, 2014. However, 49 CFR

Parts192, 193, 195, and 199 had recently been amended through a PHMSA ruleinalcing. Thus, in

the NFRM, the Commission included the following parenthetical date citation for the 49 CFR

Parts: "(October 1, 2012October 1. 2014, as amended by the Final Rule published at 80 Fed. Reg.

168 (January 5. 2015) and effective March 6. 2015)." The Notice of Proposed Rulemddng had

included a parenthetical date citation of February 5, 2015, which was intended to represent the

current version of the 49 CFR Parts as of March 31, 2015, when the language for the proposed

Rulemaking was initially provided to the Commissioners for consideration at an Open Meeting.

The Commission found that the revision to the date parenthetical included in the NFRM would not

result in a substantial change to the proposed rules, under A.R.S. §41-1025, because the revision

did not change the persons affected by the rules, the subject matter of the rules, the issues

determined by the rules, or the effects of the rules. The AG disagreed, however, concluding that

the revision resulted in a substantial change.

The rule text in the NFRM also differed from that in the propose Memaking because it updated

the parenthetical date for Form PHMSA F 7100.1-1, located in R14-5-204(A)(2), by replacing

I
1
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"(January 2011)" with "(January2011MaY 2015)." The Commission also found that this revision

would not result in a substantial change because the revision did not change the persons affected

by the rules, the subject matter of the rules, the issues determined by the rules, or the effects of the

rules. The January 2011 form and the May 2015 form differ in that the May 2015 form requires

the preparer to check two additional boxes to identify commodity group and operator type and

requires the preparer to break down total excavation damage events by root cause rather than just

reporting the total. Both versions have burden estimates of approximately 16 hours.

The rule language included in the Notice of Supplemental Proposed Rudernairing differs from that

included in the NPRM only in the parenthetical date citation for the 49 CFR Parts incorporated by

reference in R14-5-202(B). A new codification of the 49 CFR Parts was issued on October 1,

2015, in accordance with the U.S. Government Publishing Office's regular codification schedule.

Because this new codification includes adj of the updates reflected in the revised date parenthedcad

included for the NPRM, and the new codification can be referenced more simply, the Commission

included the October 1, 2015, date in the Notice of Supplemental Proposed Rulemaking.

Through the NERM, the Commission will comply with the PHMSA requirement for the

Commission's Pipeline Safety rules to be consistent with the current federal pipeline safety

standards before January 1, 2016. Yet A.R.S. § 41-1026(D) provides that if an agency has not

issued either a Notice of Proposed Rulemakingor Notice of Supplemental Proposed Rulemaking

to adopt mle revisions consistent with its NERM within 180 days oNer the effective date of the

rules as revised by the NERM, the rules as revised by the NERM will expire and will be ineligible

for renewal. Thus, the Commission can only maintain its compliance by engaging in regular

Rulemaking.

For the Commission to preserve public health and safety and to maintain the Comlnission's

compliance with federal requirements, the regular Rulemaking must be completed and must

become effective as quickly as possible. If  the Commission fails to adopt the mle updates

permanently through regular Rulemaking, the Commission could lose federal grant funding for the

Commission's Pipeline Safety program. This would constitute an imminent budget reduction and

would rest in serious prejudice to the public interest, which is best served by a robust Pipeline

Safety program that has swflicient resources to enforce the current federal safety standards.

Because the Mes at issue establish safety standards consistent with the current federal safety

standards, it is in the public interest to have the mies in effect and capable of enforcement as soon

i
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as possible. The Commission intends for this mlemakting to be adopted with an immediate

effective date, under A.R.S. § 41-1032(A)(l) and (2), to preserve the public peace, health, and

safety, and to avoid a violation of federal law or regulation.

3
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7. A reference to any study relevant to the rule that the agency reviewed and either relied on or did not rely.

on in its evaluation of or justification for the mule, where the public may obtain or review each study, all

data underlying each study. and any analysis of each study and other supporting material:

s

;
1

None

4 A showing al' good cause why the Rulemaking Is necessary to promote a statewide Interest if the

Rulemaking will diminish a previ°us grant of authority of a political subdivklon of this state:_

l

:
I

I
E

Not applicable iE
i

I
8 A summary of the economic. small business. and consumer impact:

i
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Small Business Subject to the Rules: These rules do not change the responsibilities of master

meter operators already established in 1970 by the adoption by the Commission of the Code

ofFederal Regulations, Title 49, Parts 191 and 192.

The new mies may increase testing costs for operators of liquefied natural gas facilities when

welding is performed, although such costs should be minimal as welding is a non~recurring

activity. Such costs will only be incurred if the liquefied natural gas facility operator is not

already ensuring that nondestructive testing is completed for each weld performed on newly

installed, replaced, or repaired pipeline or appurtenances.

The new rules will have no effect upon consumers or users of the gas service provided by

regulated public utilities as they presently are required to be in compliance with all standards,

but, this will benefit consumers, users and the general public by maintaining a safe pipeline

system.

The new rules are the least costly method for obtaining compliance with the long standing

minimum safety standards. The rules do not impose additional standards. There is no less

intrusive method

E
1

_4 A desgriptioxgpf any_changes between the proposed rulemgking,.;o include supplemental notices. and the

Final Rulemaking:

The following clarifying changes were made to the final Rulemaking:
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Public Comments & Staff and Commission Responses Thereto
(formal comments provided 'm response to the Noticeof Supplemental Proposed Rulenualdng
("NSPRM"))
Spectrum Comment Staff Response Commission Response
The notices were mailed to an old
office address eveniiboua
Spectrum changed its mail fug
address with Staff in Docket No.
G-20923 A~15-0030 ("Complaint
case"). Because the Notice of
Proposed Rulemaldng ("NPRM")
was sent to the old address,
Spectrum had no opportunity to
comment.

The address on file with Staff for
Desert Gas, LP ("Desert Gas") was
updatedwhen Staff was made
aware of the correction. The
NPRM, Notice of Emergency
Rulemaking ("NERM")' and
NSPRMwere all published in the
Arzkona Adm inistratfve Register,
providing notice to the public.
Spectrum provided comments to
the NSPRM during the formal
comment period and has had an
opportunity to be heard.

The Administrative Procedure Act
("ApA"), A.R.S. §§41-1001 et seq.,
generally requires that notice of
Rulemaking activity be provided
through publication inthe Ankona
Administrative Register. The
additional notice provided by the
Commission through mailing to
stakeholders was provided as a
courtesy. The Commission regrets
that the courtesy copies weresentto
Desert Gas using an outdated
address. However, because
Spectrum was able to comment on
the NSPRM, Spectrum has had an
opportunity to be heard, and no
additional action is needed.

The Mic change in A.A.C. R14-5-
.202(T) ("Rule 202(T)" only
impacts two operators 'm the state,
and Applied LNG Technologies
("ALT') was as surpnlsed as
Spectrum was.

Staff is unaware of any comments
or objections from ALT. ALT was
included on the proposed service
list filed by SHE and has been
included on the service list
throughout this matter.
The number of facility operators
impacted by a rule change does not
lessen the appropriateness of
adopting a safety rule change.
Additional operators may begin
operating within Arizona.
Additionally, transmission pipeline
operators are already required to
comply with a similar requirement.
Staf f acknowledges that there will
be a cost impact to liquefied narturad
gas ("LNG") facility operators that

Rule 202(T) establishes a safety
standard that will apply equally to
any LNG facility that operates in
Arizona. While that list may only
include the facilities of two operators
currently, it may include more in the
tixtin'e. The Commission agrees with
Stafftiiat the number of entities
subj am to a rule establishing a
generally applicable standard to
protect healidi, safety, and welfare is
not a measure of the appropriateness
of the rule.
Additionally, ALT is on the service
list for this matter, has been sent
numerous documents regarding the
rule changes pursued by the
Commissio and has not made anyI

ll 1
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R14~5~202(B) was revised by replacing "(October 1, 2912 February 5. 2015)" wi th

" (October 1, 2012 October 1. 2015).";

| R14-5-204(A)(2), was revised by updating the date of the incorporation by reference

for Form PHMSA F 7100. 1-1 , by replacing "(January 2011)" with sclfanuary "L" 1

Ma y 2015).";

To simplify the text submitted for the Notice Qr Final Rulemaldng by including Ono

change" for those subsections that are not being changed.

LL. An agency's summary of the public or stakeholder comments made about the Rulemaking and the agel g

response to the comments:
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are not already performing
nondestructive testing of all welds
performed an newly installed,
replaced, or repaired pipeline or
appurtenances. The Commission
specifically added that impact to
the Economic, Small Business, and
Consumer Impact Statement
(REIS") adopted 'm Decision No.
75250. Staifbelieves that Rule
202(T) provides flexibility because
it does not specify the technology
to be used. The choice of
technology will impact costs.
Additionally, Rule 202(T) is
prospective and will only impact
new welds.

comments regarding Rule 202(T) or
any other aspect of the mleMakhng.
Because none of the mail sent to
ALT has been returned as
undeliverable, the Commission
concludes that ALT has received
ample notice of this matter.

Spectrum does not understand
why the Commission feels the
need to modify 49 CFR §
193.2303 when the other 49 states
accept it. Spectrum does not see
the rationale for this change and
wonders what safety or economic
data was relied upon for this
change. The LNG industry is
being singled out, and Spectrum is
not aware of any pipe weld failure
to suggest change is needed. This
Mic change will give pause to
other LNG investments that may
be made in Arizona.

Arizona's pipeline safety program
meets federal audit standards and
maintains a very proactive
regulatory oversize safety program.
Oilier states typically follow
Arizona's example.
The process of liquefying natural
gas is cryogenic and involves both
increasing pressure and decreas'mg
temperature to change natural gas
into a liquid. The pressure is
comparable to that experienced by
transmission pipe, for which 100
percent nondestructive testing is
already required for new welds,
although transmission pipe is not
subjected to comparable operating
temperature stresses. Rule202(T)
puts LNG facilities on equal
footing with facilities that operate
under comparable pressures.

The Commission previously
determined, for intrastate
Transmission pipeline transpoxtiiag
gas and operating at a pressure at or
above 20 percent of specified
minimum yield strength ("SMYS"),
that it was appropriate to establish a
100-percent nondestructive testing
requirement for welds performed on
newly installed, replaced, or repaired
pipeline or appurtenances. (See
A.A.C. R14-5-202(S).) That the
transmission pipeline testing
requirement was supported by
Southwest Gas lends credence to the
Commission's position that such a
standard was appropriate to enhance
safety arid was not unduly
burdensome. The Commission
believes that it is likewise
appropriate to enhance the safety of
LNG facilities by requiring 100-
percent nondestructive test'mg of
field welds for LNG pipeline, which
is subject to similar operating
pressures.

Spectrum takes issue with
statementsmadeat the June 18
hearing suggesting that the rule
changes were requiredonly to
maintain compliance'with the .
federal code and that iimding
would beat risk if the rule changes
were not adopted.
"The nation that funding would be
at risk if the ACC didn't adopt the
Federal code is false and
deceptive. Should the
enforcement department be

At the June 18 oral proceeding,
Sta& stated that the Rulemaking is
primarily to adopt updates to the
CFRs and additionally made some
clarifications to the rules. The text
of the rules, with the changes
identified,was published in the
Arizona Adminzktrative Register 'm
accordance with proper ruieinuaking
procedure.
In accordance withtheFederal
Certification and Grant PrOgram,
each state Pipeline Safe Pro am1

The Commission agrees with StatE
that the primary purpose of the rule
revisions was to update the
incorporations by reference to
federal regulations and forms, which
were made to ensure that the
Commission's Pipeline Safety
Programs maintained eligibility for
federal funding. Spectrum is
incorrect that failure to update the
incorporations by reference would
not jeopardize that federal funding,
as the Commission's certification
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allowed to write the rules? This is
a public policy issue and should be
treated as such."

must adhere to federal certification
guidelines to assure full Nmding.
The Pipeline Safety Section is
audited annually for compliance
with federal guidelines. Failure to
adhere to the guidelines will result
in decreased funding.
.Safety is a public policy concern.
This does not change the analysis
of the appropriateness of adopting
the rule changes.

under 49 U.S.C. §60105 is
dependent upon the Commission's
timely adoption of the applicable
safety standards prescribed under 49
U.s.c. Chapter 601.
Many of the issues before the
Commission can be described as
public policy issues. This label does
not remove the issue from treatment
through mlerluatldng. Indeed, when
the issue implicates safety concerns,
and it is appropriate to address the
issue through a safety standard that
must apply across the board to
certain activities or types of
facilities, the APA generally requires
that the standard be adopted through
ruiemaidng. (See A.R.S. §41-
l00l( l9).)

This change impacts ongoing
work Spectrum has in progress.
On July 20, as part of the
Settlement Agreement in the
Complaint case ("Settlement
Agreelnnent"), Spectrum submitted
a package to the Pipeline Safety
oftiee advising of a modification
to its Desert Gas plant. The
package included the x-ray
strategy for the package, which
was approved by a Pipeline Safety
otiice email. Lnstadlation is
underway, and Spectrum would
like to avoid a conflict over the x-
ray requirements. Spectrum has
other projects in process as well
Ida at will be impacted by Rule
202(T)-

Rule 202(T) went into effect on an
emergency basis on December 15,
2015. Certain facilities were
assembled and welds were
performed before Rule 202(T)
became effective. Those welds
were performed 'm a manner
consistaxt with the rules then in
effect and need not be tested under
Rule 202(T). New welds
perfonned after December 15,
2015, are subject to the new testing
requirement in Rule 202(T).
Additionally, Staff noted that Rule
202(T) does not require that
nondestructive testing be done by
x-ray.

The Commission agrees with Staff
that any weld described 'm Rule
202(T) and performed on or after
December 15, 2015, is required to be
nondestructively tested before it is
placed into service.

The Settlement Aglreement
includes 100 percent testing for
only the welds that were the cause
of the complaint, not for dl future
welds,althoughthat is what StaH'
had desired

Settlement Agreements generally
apply only to the matter at hand and
not to future matters. Staff does not
believe that the Settlement
Agreement addressed the issue of
nondeslruetive testing where no
weld failure had been detected. In
one section, the Settlement
Agreement addressed welds
performed specifically in
connection with the methane
compressor the Complaint case
concerned In another section of
the Settlement Agreement, Desert
Gas agreed tlmant all future welds
would meet the requirements of 49
CFR§ 193.2013(bXC), which is
the 'Incorporation by reference of

The Commission agrees that the
Settlement Agreement required 100
percent nondestxucdve testing only
for the welds at issue in the
Complaint case. The Commission
notes that the Settlement Agreement
also provided that "none of [its]
provisions may be referred to, cited,
or relied upon by any other Party as
precedent in any proceeding before
{the] Commission .. for any
purpose except in furtherance of the
proposes and results of [the
Settlement] Agreement." The
Settlement Agreement does not and
could not resolve the Commission's
policy as to all field welds made in
all LNG facilities, not just the
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American Society of Mechanical
Engineers ("ASME") standards for
quality of welds. The ASME
requirements are only implicated
when failed welds are detected and
do not address the Frequency of
nondestructive testing on a standard
basis. This situation is addressed
under National Fire Protection
Association ("NFPA") Code 59A, §
6.6.3.2.

Ehrenburg facility operated by
Desert Gas, whereas Rule 202(T)
does. The appropriate manner for
the Commission to establish a 100-
percent nondestructive testing
standard for such welds is through
Rulemakingunder the APA, and the
Settlement Agreement did not
remove Desert Gas's obligation to
comply with rulespromulgated by
the Commission after execution of
the Settlement A cement.1*

This rule change has a significant
economic impact. Has the
Commission calculated the
increased cost of filature expansion
for LNG plant owners and
considered how this action will
stymie growfin?

The costs associated with the
nondestructive testing can vary
widely based upon the scope of the
work, the number of welds, and the
method of testing used. The rule
change does not specify the testing
methodology, so operators can
select methods that are already
approvedunder the ASME
incorporated by reference in the
CFRs and in the Commission's
mies. Because the rule change
applies only to new welds
performed on jurisdictional pipeline
at the facility location, as part of
installation, repair, or replacement
of pipeline or appurtetmances, and
not to any welds made on shop
fabricated units purchased and
installed as single components, the
total number of welds to be tested
is limited.

The Commission concurs with
Staff's assessment that the economic
impacts of Rule 202(T) will vary
depending upon the testing methods
used, which are determined by
operators, as well as the extent to
which new welds aremade at a
facility. TheCommission believes
that the additional expense incurred
due to l00~percent nondestructive
testing of new welds made at an
LNG facility will result in enhanced
safety and, if the nondestructive
testing detects and causes an operator
to req111r'e remediation of faulty
welding, may result in significant
savings to the operator by preventing
the damages that could result from
pipeline breach.

In general, rules, regulations, or
statutes are created by one body
and enforced by others. Was the
source for this rule the same as the
enforcement? is there any check
and balance 'm the process?

Staff does not agree that entities
that promulgate rules do not
enforce those rules. One of the
defining characteristics of
administrative agencies is that they
combine aspects of legislative
(creating new requirements),
executive (enforcing jurisdictional
requirements), and potentially
judicial (if enforcement is
adjudicated internally) functions.
The federal regulatory regime
governing pipeline safety also
combines Rulemaking and
enforcement 'mone entity.
Arizona astatines (A.R.S. §§40-441
et seq.) authorize the Commission
to promulgate rules for the
enhancement of pipeline safety and
to enforce compliance with those
rules.

Staffs response is appropriate. The
Commission, similar to
administrative agencies at other
levels of government, is authorized
by law to promulgate rules and to
enforce those rules. The Arizona
Legislature has provided the
Commission this atnhority with
read to pipeline safety through
A.R.S. §§40-441 et seq. It is the
Commission, rather than Staflj that
determines whether to propose a rule
and whether a proposed rule will be
adopted as a final rule. It is also the
Commission rather than Staff that
ultimately decides, through a fonnnal
Decision made after an evidentiary
hearing presided over by an impartial
administrative law judge, whether
any formal enforcement action will
be taken against an operator for
failure to comply with a rule. In
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Staff is proposingthe rule, but the
Commission must vote to adopt the
proposed rule changes in a process
that follows APA requirements.
The Commission is an elected
body. Because the mies do not fall
nth in the Commission's exclusive
ratemaking authority, the rules also
must be reviewed andapprovedby
the Attorney General inorder to
become effective.

addition, revisions to the
Commission's pipeline safety rules
can only become effective upon
certification firm the Attorney
General under A.R.S. §41-1044: as
the oWes do not fall under the
Commission's exclusive and plenary
constitutional ratemaking authority.
Checks and balances are in place, as
required by applicable laws.

Spectrum's plant integrates several
slid-mounted package
compressors and a few other
prefabricated skids with pipe on
them. These packages can be
installed and removed and are
always manufactured elsewhere,
Is all of the on-sldd piping subject
to Rule 202.(T)? If so, this will
preclude Spectrum from being
able to use packaged compressors
and systeinus without having them
built according to the rule. The
gas producing states have
thousands of these units in
operation and don't require 100
percent of welds to be tested. Did
anyone think about this?

Rule 202(T) would apply only to
those welds that are performed on
site at the facility. Prefabricated
assemblies would not be impacted
by Rule 202(T). Nonetheless, it
will remain the operator's
responsibility to provide
documentation demonstrating that
the prefabricated assemblies have
beenconstructed and tested in
accordance with other existing
regulations and adopted standards.

The Commission agrees that Rule
202(T) applies only to welds
performed on site at an LNG facility,
"on newly installed, replaced, or
repaired pipeline or an
appurtenance." Thus, Rule 202.(T)
would not require Desert Gas to
complete nondestructive testing of
welds made in the manufacture of a
prefabricated skid or other packaged
plant item.
It appears that Spectrum may have
misunderstood the applicability of
Rule 202(T) and that this
misunderstanding contributed to
Spectrum's conclusion that Rule
202(T) presents a great burden to
Desert Gas's operations.

Spectrum has been told that the
upshot of Rule 202(T) is the
eiinuination of a particular
exception provided inNFPA 59A
§6.6.3.2. Why does the
Commission believe the NFPA
erred 'm providing the exception,
and what is the basis for the
Conlmission's adopting rules that
exceed the Pipeline and Hazardous
MarbenrialsSafety Administration
("PHMSA") code and the
American National Standards
Lnstitute ("ANSi") piping codes,
which are the industry standards
throughout the industrialized
world?

Staff believes that Rule 202(T) will
improve safety and that, Hom a
policy perspective, standards
articulate minimum conduct (the
floor). Staifbelieves that with
regard to public safety, the driving
force behind rule changes should
not be to treat the floor as the
ceiling as to what constitutes
reasonable or appropriate
requirements. Staff believes that a
safety improvement is appropriate
if it cam be reasonably anticipated
to improve a safety concern.
Rule 202(T) will improve safety by
requiring full nondestructive testing
on all new welds for the
installation, repair, or replacement
of LNG pipeline or appurtenances.
As stated above, Stat? believes that
the increased testing requirements,
comparable to the testing
requirements for transmission
pipeline, are reasonable because of
the pressure and thermal stresses to
which the pipeline is exposed.

NFPA 59A §6.6.3.2 generally
requires iii ll radiographic or
ultrasonic examination of all
circwnaferenNal butt welds,~bm
provides exceptions for certain liquid
drain and vapor vent piping and for
pressure piping operating above -20°
F (-29° C), for which 30 percent of
each day's circumferenNally welded
pipe joints must be nondestructively
tested in accordance with ASME
B3i.3. Rule 202(T) eliminates these
exceptions for any pipe welds falling
within its requirements. The
Commission agrees with Staiifthat
industry standards establish
minimum requirements rather than
maximum requirements and, further,
that Rule 202(T) will enhance the
safety of LNG facilities. The
Commission further believes that
PHMSA's inquiry into revising the
federal pipeline safety regulations
applicable to LNG facilities suggests
that PHMSA also sees room for
safety improvements over the current
federal and industry standards. The
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relevant inquiry engaged in by the
Commission regarding Rule 202(T)
is whether safety improvements can
and should be made for welds
performed at LNG facilities in
Arizona The Commission
concluded that safety improvements
can and should be made.
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Discussion Resulting from Procedural Order of January 28, 2016, and Commission
Responses Thereto
On January 28, 2016, a Commission Administrative Law Judge issued a Procedural Order
("P.O.") requiring Staff to tile responses to specific questions and allowing Spectrum and any
other interested person to Ste responses to Stalff' s responses. Spectrum was the only entity to file
responses. A subsequent P.O. required Sta8` to file a reply to Spectnnn's responses. Introductory
statements made by Spectrum, the questions posed by the P.O., and the discussion resulting
therefrom are set forth below, along with the Colnmission's re onces.

P.O. Question StaH Response to
P.O. Question

Spectrum
Response to
Staff Response

Staff Reply to
Spectrum
Response

Commission
Response

N/AN/A

1I

Spectrum is a
regional LNG
producer and owns
Desert Gas. Desert
Gas serves over
50,000 gallons per
day of LNG from its
Ehrenburg plant, for
fueling stations 'm
Arizona and
southern California,
but is a relatively
small operation.
Desert Gas does not
transport or transmit
LNG through a
transmission main
or otherwise outside
its property lines.
Spectrum has
€Xli¢Ilslv8
experience with
regulation of LNG.
In the Complaint
case, Desert Gas
worked with StaE to
enter into a
Settlement
Agreement that
adoptedseveral
proactive measures
stmt go beyond
federal and state
regulatory
requirements and
were specifically
tailored to ensure
safety at the
Ehrenberg LNG
plant. The subject
matter of the
complaint 'involved

The PHMSA
Rulemaking process
is at a germinal
stage, and it could
be three to five
years before any
federal rule change
is made. Until
recently, Robert
Miller, Supervisor
et the
Commission's
Pipeline Safety
Program, was the
national chair of
the National
Association of
Pipeline Safety
Regulators
("NAPSR"). After
his chairmanship,
Mr. Miller
continued to be a
voting board
member of
NAPSR. As such,
Mr. Miller votedin
support of holding
the workshops
referenced by
Spectrum. [Mn
Miller retired from
the Commission 'm
May2016 .]
State regulators in
the Held of pipeline
safety generally
have more
expertise than, and
are relied upon by,
federal regulators .
Staff is not I

The Commission
understands that
Desert Gas is likely
to experience some
additional expenses
as a result of Rule
202(T), but believes
that Desert Gas can
mitigate those
expenses through the
timing of the testing
and the choice of
testing methods. As
stated previously, the
Settlement
Agreement addressed
specifically the
issues that had arisen
in the Complaint
case, and it applies
only to Desert Gas.
While the
Commission could
have decided to
propose Tl8Ll8I!1aidI1g
to require all LNG
facility operators to
comply with the
safety-enhancing
provisions included
in the Settlement
Agreement, the
Commission instead
has adopted through
the NERM the more
flexible requirement
in Rule 202(T),
which corresponds to
the requirement
previously adopted
for transmission
p' Aline in Rl4-5-

. .|
i

13



no release of natural
gas in any form, no
injury to persons, no
damage to property,
and no pipe weld
failures that allowed
pipe to physically
Come apart.
Spectrum believes
that the measures it
agreed to in the
Settlement
Agreement are cost
effective and will
lead to significantly
greater assurances
of safety within its
Ehrenberg
operations than will
Rule 202(T), which
Will impose
significant
additional cost
without any
significant benefit.
If Spectrum must
comply with Rule
202(T) 'm addition
to the terms and
conditions of the
Settlement
Agreement,
Spectrum will suffer
adverse economic
impact.
Currently, 49 CFR §
193 .20 la adopls the
NFPA 59A standard
(§6.6.3) for welded
pipe tests for LNG,
requiring that all
circumferential butt
welds be examined
flllly by
radiographic or
ultrasonic
inspection, except
that for pressure
piping operating at
above -20° F, only
30 percent ofeach
day's
circumferential
weldedpipe joints
must be tested over
Me entire

persuadedthat
PI-IMSA's efforts
reduce or eliminate
the appropriateness
of adopting Rule
202(T). Rule
202(T) is not 'm
conflict with
current federal
regulations and is
permissible
because state
agencies are
permitted to adopt
more stringent
requirements.
StaEbelieves that
Rule 202(T) treats
cryogenic facilities
the same as the
Commission's
rules already treat
other high pressure
pipelines that carry
hazardous liquids
or natural gas.
Operators are
already required to
perform 100
percent
nondestructive
testing on all new
welds on
transmission
pipeline. (See
R14-5~202(S).)
Some of
Spectnnn's piping
is 49 CFR Part 192
piping operating at
transmission
pressures ,
Facilities used in
the cryogenic
phase of the
liquefying process
are subject to
unique thermal
stresses. Ensuring
the integrity of
welds for such
facilities is no less
important than it is
for transmission
pipelines.

202(s). The
Commission notes
that the Settlement
Agreement
specifically required
use of x-ray testing,
which RuE 202 (1)
does not. The
Commission further
points out that its
Pipeline Safety
Program personnel
are nationally
recognized for their
expertise, which will
be shared during the
PHMSA regulatory
process. Should
PI-IMSA actively
determine that 100-
percent
nondestructive
testing of LNG
pipeline welds in the
field is inappropriate
for somereason, the
Commission will
consider PHMSA's
determination and
could decide to
revise Rule 202(T)
accordingly.
However, as was
noted by Stafani
PHMSA's
consideration of
appropriate revisions
to the regulation of
LNG facilities is only
beginning, and the
process may take
several years. The
Commission would
not best serve the
public interest by
delaying permanent
adoption of Rule
202(T), a standard
that the Commission
expects to enhance
the safety of LNG
facility operations.
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circumference.
Rule 2o2(T)
removes this
exception.
Rule 202(T) is
unnecessary and
unduly burdensome
and fails to take into
account the current
PHMSA process to
examine regulation
of LNG, which
includes experts
from various
perspectives,
PHMSA has more
experience and
background in
cryogenics and 'm
determining the
appropriate level of
nondestructive
testing for LNG
facilities thandoes
the Commission.
The Commission
shoed defer to the
PHMSA process to
define thenecessary
safety regulations
for LNG facilities.
Spectnnn's Arizona
operations have no
piping that is under
both high pressures
and low
temperatures.
Desert Gas's piping
that contains LNG
is at low pressure
and low
temperatures all
consists of stainless
steels and
aluminum, which
are not weakened by
low temperatures.

1. What are the
technologies
available to
nondestructively
test welds as
required under Rule
2G2(T)?

The standard testing
methods are liquid
Pa(-=tranr, magnetic
particle, radiography (x-
ray), and ultrasonic.
These methods are
recognized by NFPA
59A (2001)8nd ASME

Staff did not
indicate what the
standardsaxe
regarding each of
the tests it lists,
including frequency
of testing. ASME
B313 at §344.1_3

Staff was asked to
ideMify the
permissible
methods of
nondestructive
testing and did so,
including attached
copies of the

Staff's response
identified the
available testing
methodologies, as
requested.

iI I . .1.1
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Standard B31.s (1996),
both of which are
incorporated by
reference in 49 CFR §
193 .2013 ¢

defines three
different terns for
examination-I00
percent, random, or
spot. Spectrum
maintains that 100
percent
nondestructive
testing is not
necessary and will
not provide
significant benefit
to justify the
increased casts.

standards, which
speak for
themselves in
terms of frequency.
The standards do
not require 100
percent testing of
transmission man
welds, although
Arizona does under
R14-5-202(S). The
As1v1E and NFPA
standards do not
crease ceilings for
what constitutes
appropriate
iiequency for
nondestructive
testing.

2. What is the
estimated cost to
test a weld using
each of the
technologies
identified in
response to question
[ i v

Stat? obtained estimates
from three Arizona
testing laboratories for
each method. It takes
approximately 30 to 60
minutes to set up
portable testing
equipment and between
10 and 30 minutes to test
each weld, depending on
field conditions and the
testing method used.
Radiographic testing
generally takes the
longest. However,
testing laboratories
uniformly charge by the
hour rather tiraln by
weld. Each Arizona
testing lab would charge
for a full day's labor per
technician because the
Arizona LNG facilities
are outside of the lab's
vicinity. Each lab would
also charge a flat rental
cost for the mobile
testing lab and darkroom
facilities, at a cost of
approximately $700 per
day, and would charge
travel expense of
approximately $0.75 per
mile, per diem of $175
per technician, and the
costs of consumable
testing materials. The

Staff' s response is
largely speculation.
No one can be sure
what the cost
impacts of Rule
202(T) will be, but
they will be
significant Staff's
response is based on
prgdugti0n work
and does not reflect
what will likely be
found in the field
and, Birthed, does
not include the cost
associated with a
loss of production
from the facility,
For a repair ha:
involves welding at
the plant, Staffs
estimate 'includes
only the cost of the
inspection work.
The full economic
impact of Rule
202(T) would
`mclude the loss of
production. Rule
202(T) WOLLld
impact testing of 95
percent of the welds
performed on any
new facilities
Spectrum
contemplates
building. Speeiruzn

Stalff agrees the its
response is
speculative, as
examples are.
Staff provided
reasonable
approximations
based on current
charges and
industry
experience.
Stay did not
'include lost
production cost in
its estimates
because
nondestnlctive
testing must be
completed before
facilities are placed
into sesrviee. An
operator will have
some control over
the lost production
costs experienced
based upon its
decision as to the
timing of
nondestructive
testing (on a rolling
basis during
construction or
only at the end of
all construction).
Staff acknowledges
that the rule will
impose a cost on

The Commission
Ends Staff's
estimates helpful in
understanding the
probable costs of
testing under Rule
202(T). As started
previously, the
Commission believes
that an LNG facility
operatcxr will have
the ability to mitigate
its testing costs
through its choices
regarding the timing
of the testing and the
nondestructive
testing technology
chosen. These
choices will also
influence the
duration of any
period of non-
production that
results not simply
&om the need for
repair but Erin the
requirement for
testing to be
completed
Additionally, 811
operator's chosen
site for an LNG
facility will continue
to have great
influence upon the
costs oftesting and

!
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costs for the different
methods, not including
the $700 flat rental cost,
$135/technician per
diem, and $0.75 per mile
of travel, would be
approximately as
follows:
Kadiography: Labor
cost of
$145/technician/hom' for
8 hours, film cost of $36
to $41 per weld;
Ultrasonic: Labor cost
of $80/technician/hour
for 8hours,
Liquid penetrant Labor
cost of
$75/technicianlhour for
8 hours; $15 per can of
liquid penetrant used;
and
Magnetic particle:
Labor cost of
$75/technicialn/hour for
8 hours and
approximately $35/day
for malberials used.
The time to perform a
weld (approximately 45
to 60 minutes for the
weldsat issue inthe
Complaint case) exceeds
the time to
nondestructively test a
weld.
Because the existing rule
already required 30
percent of each day's
welds to be
nondestrumively tested,
and each testing lab
charges for a full day's
labor, the major
difference in costs
createdby Rule 202(T)
arisesl ion the
incidental costs of
additional consumable
testing materials such as
film or liquid penetrant.
Overall testing costs
may even decrease
because the testing could
be done after completion
of welding activity

recently purchased
10 acres of land
from the State of
Arizona for the
purpose of investing
in a new LNG plant
adjacent to the
existing plant. The
project has been
suspended due to
"economic head
winds in the energy
sector," but any
addedcosts would
further degrade its
chance of success.
If the LNG sector is
unnecessarily
burdened with
additional
regulations, it will
locate elsewhere.
PHMSA is
undertaking a full
evaluationof
regulation of LNG
facilities. Spectrum
will participate and
believes that the
appropriate method
to modify the code
is to make a
proposal before a
body of experts in
the welding of
carbon steel pipe.
Staff should submit
written comments to
PHMSA. If
PHMSA agrees, the
change can be
included in thenext
edition of the
federal code.

LNG facility
operators, but has
considered the
costs and believes
that the costs will
vary depending on
the circumstances
and how an
operator manages
welding projects.
Whether the cost of
testing renders a
particular project
economically
infeasible is not the
threshold for
appropriateness of
ti rule, particularly
a safety rule. Also,
the costs will be
lower for LNG
facilities
constructed closer
to locations that
have local
nondestructive test
service providers.

the duration of any
delay in production
that results
therefor, due
largely to die
proximity of testing
services to the site.
It is up to an LNG
operator to determine
whether IICW or
expanded LNG
facility operations
are economically
feasible. Rule
202(T) should not
have a great impact
upon that decision, as
the costs to comply
with Rule 202(T)
should not be
substantially greater
than the costs to
comply with the prior
requirement to test
30-percent of each
day's welds. Indeed,
costs may be lower if
all nondestructive
testing is completed
at the end of
construction, thereby
saving on minimum
daily labor costs.
While it is
appropriate for the
Commission to
consider and evaluate
the estimated
economic benefits
and burdens
associated with any
rule adopted,
Spectrum's
speculation regarding
the impact that the
enhanced safety
standards could have
upon potential nature
eocpainsion plans
should not serve as a
deciding 'factor in the
Commission's
analysis. SPGGUVUHH
has criticized the data
provided by Staff;
but has itself
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performed over multiple
days, rather than being
done each day, as
required by 49 CFR §
193 .2013. Staff believes
that any cost increase
will be incidental.

provided no data to
support its criticisms.
As stated previously,
Commission Pipeline
Safety Program
personnel will be
participating in the
PHMSA process, as
they are recognized
experts in the field.

3. To Staffs
knowledge, has any
other U.S. state, any
other jurisdictional
governmental
entity, or any
recognized industry
standard-setting
entity adopted a
requirement
substantially similar
to that in Rule
202(T) or more
sUingent Iii anthe
requirementin 49
CFR 193_2[3]03? If
so, please identify
each such entity and
provide a copy of
the requirement
adopted.

Staff is not aware of any
other U.S. state's or
other jurisdictional
govemrnental entity's
having adopted a
requirement like that in
Rule 20Z(T). Arizona's
pipeline regulations are
generallyproactiveand
ahead of other states.
The NFPA 59A and
ASMEB31.3, adopted
'm 49 CFR Part 193,
require 100 percent
nondestructive testing of
several types of welds.
(SeeNFPA 59A at §§
6.6.3.2 and 6.6.3.3,
ASME B31.1 at §
341 .43 (b).)

Spectnnn knows of
no odder state,
jurisdictional
government entity,
or industry standard
that has adopted a
requirement
substantially similar
to or more stringent
than Rule 202.(T).
Both the NFPA and
PHMSA provided
an exception for
"warm pipe" (pipe
operating at
temperatures above
-20° F) by allowing
30 percent of such
pipe's welds to be
nondestructively
tested. Spectrum's
Arizona operations
involve 95 percent
warn pipe. NFPA,
Asm.18, and
PHMSA are the
entities with
primary expertise in
this area. The
PI-IMSA process
shouldbe allowed
to "play itself out"
before any changes
are made that could
significantly impact
small operations of
LNG facilities.
Spectinnn provided
the text of an email
sent by PHMSA on
March 9, 2016,
announcing an
upcoming two-day
LNG Workshop
being held May 18-
19, 2016.

Spech'um's
assertion that
PHMSA and
industry are the
entities with the
primary expertise
regarding LNG
safety regulation is
erroneous.
PHMSA works in
partnership with
NAPSR and
recognizes that in
matters of
intrastate safety
regulation,
including for LNG
facilities, the states
possess the leading
source of expertise.

While the
Commission
acknowledges that it
would be easier not
to be the first
regulatory body to
adopt a safety
standard, the
Commission does not
believe that being the
first equates to being
wrong. The
Commission's
Pipeline Safety
Program personnel
have extensive
experience and
knowledge in the
areas of pipeline
safety and welding.
These personnel will
provide their
expertise to PHMSA
through the LNG
Workshop process.
The existence of such
an effort by PHMSA
reinforces for the
Commission its own
recognition that there
are safety
improvements to be
made in LNG facility
opa8tions. Rule
202(T) will help to
bring about such
safety improvements.
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According to the
email, the LNG
Workshop was to
include federal and
state regulators,
emergency
responders, NFPA
59A t€0hBica1
commiuee
members, industry,
and interested
members of the
public.

4. What caused
Staff to conclude
that it is necessary
to require
nondestructive
testing of each weld
performed onsiteat
an LNG &.cility on
newly installed,
replaced, or repaired
LNG pipeline or
appurtenances?

StaE has recently grown
concerned by the quality
of welding performed at
LNG facilities, such as
concerning the welds at
issue 'm the Complaint
case. In that case,
Desert Gas performed a
plant upgrade involving
83 welds and used Wo
contracted welders.
Fewer than half of the
required 30 percent of
daily welds were
nondestructively tested.
Alter the upgraded
facility was operational,
additional remedial
nondestructive testing
was done, revealing that
8 out of 15 additionally
tested welds were faulty.
Upon re-welding, one
repaired weld was still
faulty. Staff found the
greater-than-50 percent
failure rate "profoundly
troubling." star*
believes that had 100
percent testing been
required at the mc, the
issue (which ultimately
was attributed to one of
the contractedwelders
being unqualified to
peribrm the work
required) would have
been identified and
rectified before the
upgraded facility was
operational.
Welding and material
failure are the second

Speck-um worked
with Staff in the
Complaint case to
develop a
Settlement
Agreement with
measures that go
above and beyond
the current mies and
that will be as or
more cost effective
'm providing
assm'ances of safety.
No gas was ever
released, and no
piping physically
came apart due to
failed welds. The
problem involved
issues with the
welding contractor
Spectrum hired,
which produced
substandard quality
welds. Spectrum
paid a significant
line and agreed to
pay a higher line
should the problem
recur.
100 percent
nondestructive
testing is not the
failsafe the rule
would suggest. X-
ray examination can
be useful in
determining the
quality of a weld,
but cannot
accurately predict
physical failure,
Under the various

Staff aclamowledges
that Spectrum has
complied with the
Settlement
Agreement from
the Complaint case
and notes that the
Settlement
Agreement
required Desert .
Gas to perform 100
percent
nondestructive
testing of the welds
in question.
The Settlement
Agreement binds
only Staff and
Spectrum, while a
rule change would
impose the
requirement on all
operators
throughout the
state. Spectrum
already is not the
only LNG facility
operator in
Arizona, and
another LNG
storage facility is
under construction
in iNcson. That
and any other new
LNG facility will
be subject to Rule
202(T).

As stated previously,
the Settlement
Agreement approved
in the Complaint case
applies only to
Desert Gas, not to
any ether LNG
facility operator.
The appropriate
manner for the
Commission to adopt
generally applicable
safety standards for
LNG facilities is
through rulennakting,
not through a
Settlement
Agreement in one
specific case. Rule
202(T) applies to the
other LNG facility
currently operating in
Arizona and to future
LNG facilities and
does not require that
only x-ray testing be
used. Had Desert
Gas completed the
30~percent
nondestructive
testing required for
its daily welds,
Desert Gas may have
detected die faulty
nature of the welds
sooner and mayhave
saved itself some
difficulty Zlld
expense. A blanket
requirement for 100
percent of welds to
be nondestructively
tested before the
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leading cause of pipeline
failures in the nation.
The greatest risk of
failure for a faulty weld
is when it is first brought
under full operating
stress.
It may be cheaper for an
LNG facility operator
using contracted welders
to identify and have
faulty welds repaired
prior to initiating
operations for the
welded plant because
identifying problems
while the welding
activity is ongoing
means that the welders
will still be available to
P€l'foI'l11 necessary
remedial work.
Demand and lack of
natural gas storage in
Arizona may lead to
growth 'm LNG
operations in Arizona
StaN foresees demand
for LNG peak-shaving
plants. Also, the
American Gas
Association noted 'm
August2013 that natural
gas supplies nearly one-
fourlixof all energy used
in the U.s.. The U.S.
Department of Energy
projects that
consumption of natural
gas will increase ll
percent by 2030.

codes, each weld is
permitted a certain
percentage of Haws.
Examination of x-
ray tests of pipe
welds are subject to
interpretation, as
Spectrum has
experienced
firsthand.
The events that gave
rise to the
Complaint case
were independent of
the percentage of
testing required.
Spectrum
acknowledged ttzat
nuistakes were
made. But neither
that incident nor the
possibility of fixture
facilities justified
Rule 202(T) when
Spectrum has
expended
significant costs to
implement the
measures agreed to
in settling the
complaint from the
Complaint case,

welds are placed into
service is very clear
and will avoid any
potential confusion
or misunderstanding
regarding the testing
required, which
should simplify
compliance efforts.

5. Is Sta8E aware of
any incidents of
weld failure in LNG
facility pipeline or
appurtenances in the
U.S. or any other
country? If yes,
please idelutiiy
where and when the
incident occurred,
identify what entity
or entities owned
and operated the
affected LNG
facility pipelilrme or

SMf is aware of one
incident, but notes that
PHMSA has only
required LNG operators
to tile annual and
incident reports since
2011 and that no
regulations required
reports of failures prior
to tilai time.
"Admit:ionaLlly, a large
number of LNG
facilities, moody peak
shaving operations, are
still not re lated and1

Spectrum disagrees
with Staffs
response for
multiple reasons.
First, Stalffis
incorrect that peak
shaving LNG
facilities are not
regulated, as they
clearly are within
the scope of49
U.s.c. §60102 and
the scope of
PHMSA regulations
starting at 49 CFR §

Regarding peak
shaving facilities,
Staff reiterates that
the Commission is
not bound to treat
federal regulations
as the ceiling on
what is appropriate
regulation by the
states. Federal
regulators already
defer to the greater
expertise of state
regulators in this
area.

The Commission
finds persuasive
Staft"s reasoning that
if a weld performed
under presumably
favorable factory
conditions can fail
and cause a rupture
and release of large
quantities of gas, a
weld performed
under less favorable
field conditions also
could fail and cause
such release. Should

;
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appurtenances,
describe any
findings regarding
the cause of the
incident and
identify by whom
those Endings were
made, and descn'be
the physical and
economic damages
caused by the
incident.

reports of failures would
go unreported unless
they were large enough
to gamermedia
attention."
On December 18,2014,
at the Intermountain Gas
LNG facility near
Nampa, Idaho, a weld
located inside a tube
within an economizer
component failed,
resulting in a leak of
natural gas at a pressure
of600 psi. The leak
caused the economizer
box to rupture, which
caused personnel to
activate the emergency
shrndown of the LNG
WWW. There were no
injuries or fatalities as a
result of the failure, but
185,000 cubic feet of
natural gas were
released, and property
damages exceeded
$102,000.

193.2001. It is
common knowledge
'm the North
American LNG
industry that 49
CFR Part 193 was
written and adopted
specifically in
response to growth
in the number of
peak shavers being
built m the
northeast.
Second the
Intermountain Gas
incident does not
appear to be
material to
Spectrum's
operations, and it
involved an
economizer with
prefabricated welds
delivered to the site.
The economizer-'s
prefabricated welds
would not have
been subject to
testing under Rule
202m.
Third, several
regulations indicate
reporting
requirements (such
as 49 CFR §
193 .2011>.
Spectrum strongly
disagrees that
failures at a large
nwnnber of LNG
facilities would go
unreported, to the
extent that those
failures would pose
a safety threat to
persons and
property,

Contrary to
Spectrum's
assertions, the
Intermountain Gas
incident
demonstrates that
improper welds on
components that
operate under the
pressures and
temperature
variations present
at an LNG facility
can Md do fail.
The fact that the
failed weld was
performed 'm a
tightly controlled
factory setting
reinforces Sta8"s
view that welds
performed under
field conditions,
where performance
of a proper weld is
more difl'icult,
must be subjected
to iixll examination.
The reporting
requirements for
leaks and spills at
LNG facilities only
came into effect in
201 i, and the
requirements apply
only to LNG
facilities regulated
by PHMSA.

such an incident
occur, themonetary
value of the losses
incurred byDesert
Gas (both in product
and due to damages)
could exceed any
addedcoststhat
would be incurred as
a result of the 100
percent
nondestructive
testing requirement
'm Rule 202('I`).
Additionally, public
health and safety
would be
jeopardized.

6. What is the
operating pressure
present in typical
LNG pipeline and

appurtenances used
in the same manner
as those at Desert
Gas's LNG facility?

Desert Gas's LNG plant
operation and
maintenance In8nu8l
states that normal
operating pressures prior
to staring up the turbo-
expanders range Hom 15
psi at the LNG storage
tanks to 690 psi

There is no "typical
LNG pipeline."
Spectrum has a very
small percentage of
piping (less than
300 feet) operating
at low temperatures.
Most of Spectrum's
piping is pressure

Staff is not just
concerned about
"cold" pipe. Staff
is concerned about
the integrity of
welds that art
subjected to high
pressures and to
welds that are

The Commission
shares Staffs
concern regardixfg
the integrity of field
welds subjected to
high pressures,
regardless of the
temperature of the
gas within.
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discharge pressure at
one of the methane
compressors. The inlet
pressure firm the
TransCanada pipeline
facility that feeds the
LNG facility is
approximately 630 psi.

piping subject to
ASME BE l . 1, §
345, for which the
30 percent testing
exception under
NFPA 59A, §
6.6.3.2 applies
because it is
operating above -
20° F. Generally,
the highest pressure
at which Spectrum
handles LNG is
around 100 psi,
downstream of the
truck loading pump
when filling a
trailer, Normal
trailer pressure after
loading is 15 psi.
As a comparison,
city transit buses
and CNG filled

cars have pressure
of 3,500 psi.

subjected to high
pressures and
cryogenic
temperatures. The
cryogenic
1iqlwfyin8 process
will involve
facilities that are
"warm" and under
high pressure,
facilities that are
"cold" and under
high pressure, and
facilities that are
"cold" and under
negligilole pressure.
Staff has no reason
to dispute that the
"cold" facilities
under significant
pressure are
limited. However,
there are facilities
in Spectnlm's
LNG plant that will
experience
pressures as high
as 1,000 psi. Most
of the facilities will
be Llwarm'l high

pressure or "cold"
high pressure, both
of which crease
safety concerns for
Staff Staff
believes that the
concern with
testing the integrity
of welds is at least
equal to the
concern presented
by transmission
pipeline and that
for some of the
piping, the high
thermal stresses
create additional
stress fuller

I I Orting testing.
7. What is the
operating pressure
present in typical
natural gas
transmission
pipelines for which
100 percent of new

For imrastaie natural gas
transmission facilities,
under 49 CFR §
192.619, the maximum
allowable operating
pressure ("MAOP")
varies based on the

Spectrumbelieves
that the testing cf
natural gas
transmission
pipelines depends
more on line
location than

Spectrum's
response focuses
on the federal
requirements,
which apply to
interstate facilities.
At 811 intrastate

The Commission
believes that the
comparable pressures
to which
transmission pipeline
field welds and LNG
facie pipeline field
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welds must be
nondestnmively
tested?

facility and is as low as
250 psi and as high as
837 psi.

operating pressure.
49 CFR Part 192,
Subpart E addresses
natural gas pipeline
welding and
'dudes
requirements for
nondestructive
testing based on
classes of locations
and operating
conditions (such as
in 49 CFR §
192.241 and 49
CFR § 192.243(d)).
.In contrast, Rule
202(T) takes into
account neither
class location nor
percentage of
specified minimum
yield strength
"SMYS" .

level, Arizona
requires 100
percent
nondestructive
testing for all new
welds for
transmission
facilities,
regardless of
conditions. (Rl4-
5-202(S).)

welds are exposed
maces it reasonable
and appropriate to
require the same
level of testing for
each.

8. What are the
temperatures
present in typical
LNG pipeline and
appurtenances used
in the same manner
as those at Desert
Gas's LNG facility,
and what impact do
those temperatures
have upon pipeline
and weld materials?

Temperatures of the gas
at an LNG plant
typically range Emcni 60°
F down to -270° F (the
temperature at which gas
condenses into liquid,
considered cryogenic).
At an LNG plant like
Desert Gas's LNG plant,
turbo expanders reduce
the temperature of gas to
well below 0° F, but
only a portion of the gas
is condensed to liquid,
and the remaining gas is
decompressed, resulting
in an increase in
pressure and temperature
before being injected
back into the main gas
stream. The wide range
of pressures and
temperatures places
thermal loads on the
piping and welds.
Under 49 CFR §
193.2505, LNG
operators must have
witten COOl-dOWZl1

procedures to enable the
facility to gradually
begin operations to
avoid placing excessive

Spectrum's Desert
Gas LNG facility
has LNG pipeline
with temperatures
ranging iirom a high
of250° F to a low
of-242° F and
pressures ranging
firm a high of 1,000
psi w a low of 15
psi. But no single
pipe experiences
this range of
temperatures or
pressures. Theme
are many separate
stages of pressure
and temperature at
the plant, and the
piping used for each
locationis
appropriate for the
conditions it
experiences.
Spectrum believes
that Rule 202(T)
addresses only
"warm pipe welds"
(above -20° F), so
there is no question
about the
procedures for the
lowertempemature •

Staff agrees that no
single pipe at
Spectxuln's facility
must withstand the
full range of
pressure or
temperature
changes necessary
in the cryogenic
liquefaction
process.
Staff does not
agree with
Spectrum's
assertion that Rule
202(T) applies
only to "warm"
pipe welds.
Spectrum appears
to believe,
incorrectly, that
Rule 202(T) is
intended to correct
an ambiguity in
ASME31.1 §
6.6.3.2. Staff has
been unambiguous
that the intent of
the rule is to
address Slzff's
safety concern that
welds performed
for the Pu Ase of

The Commission
agrees with Staff that
Rule 20:2(T) applies
to all welds
performed at an LNG
&cility on newly
installed, replaced, or
repaired pipeline or
appurtenances,
regardless of the
temperaNceto which
the pipeline is
exposed.
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thermal stresses on
pipeline and
components.

cryogenic piping.
Because LNG
cannot exist at -20°
F, Rule 202(T) has
nothing to do with
cryogenic PiPi'1€»
and considerationof
LNG or extremely
low temperature
conditions in this
matter is not
germane.

containing
hazardous liquids
at high pressure
need to be tested to
confirm the
'integrity of the
weld, whether at a
"warm" or "cold"
temperature. The
"cold" temperature
supplies an
additional
mechanical stress.
Because of this
additional stress, it
would be
inappropriate to
treat LNG facilities
as less worthy of
inspection than
transmission
pipeline for which
there is already a
100-percent testing
requirement. As
with the
transmission weld
requirement in
R14-5-202(S),
Rule 202(T)
elevates the
requirement to be
more stringent than
that established by
the ASME.

*

9. What are the
temperatures
present in the
typical natural gas
transmission
pipelines described
in question 7, and
what impact do
those temperatures
have upon pipeline
and weld materials?

Temperatures in
intrastate natural gas
transmission facilities
are generally around 60°
F. Gas temperatures are
usually higher
downstream from
compressor stations and
lower at pressure
reduction stations.
Aboveground pipe
undergoes some
incidental thermal
expansion all
contraction due to the
changing temperature of
its surroundings.

Spectrum agrees
with Stay"'s
response and has no
additional response
at this time.

N/A The Commission
concurs with Start' s
response

10. W hy does Staf f
believe that it is not
necessary to
nondesiructiveiy

Pre manufactured
components 8TH
designed and
manufactured to specific

Spectrum agrees
with Stalls
response and has no

N/A The Commission
concurs with Staffs
response. While the
Commission is aware
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test all welds made
by a manufacturer
of a prefabricated
assembly being
newly installed at an
LNG facility (i.e.,
that it is only
necessary to
nondestructively
test the welds made
on site to connect
the prefabricated
assembly to the
existing LNG
facility pipeline and
appurtenances)?

pressureand temperature
ratings and are subject to
component-speciie
testing requirements
prescribed by 49 CFR
Part 193 and NFPA
59A. 'lime welding for
factory manufactured
components is
conducted in a
controlled environment,
reducing variables that
could adversely affect
weld quality, such as
temperature, pipe or
appurtenance
positioning, etc., and
that cannot be controlled
in a Held environment.
After construction, a
component is ds tested
at the factory to ensure
that it meets the design
specifications and
ratings. Provided that
the manufacturer
provides an LNG plant
operator documentation
stating that a component
(including its welds) was
tested and meets design
requirements, the
component's welds do
not need additional
nondestructive testing in
the Field.

additional response
at this time .

that even a factory
weld in a
prefabricated unit
can fail, the
Commission believes
that the welds
performedonsite
pose a greater risk
and thus merit
nondestructive
testing per Rule
202(T).

11. To StaH" s
knowledge, has any
.other U.S. state, any
other jurisaiceonax'
governmental
entity, or any
recognized industry
standard-setting
entity considered
and decided not to
adopt either a
requirement
substantially sinnilar
to that in Rule
202(T) or a
requirement more
stringent than the
requirement in 49
CFR 193.2[3]03? If
so, please identify

Sta& is not aware of
whether any other U.S..
state, other jurisdictional
governmental entity, or
recognized industry
standard-setting entity
has considered but
refrained from adopting
a requirement
substantially similar to
that in Rule 202(T). In
Staffs experience, the
Commission's Pipeline
Safety Program is
typicallyaheadof other
states.

StalE£'s experience
in regulating this
area is limited
because Arizona is
not an oil-and gas-
producing state, and
Arizona has no gas-
processing facilities
other than two
small-scale LNG
plants. Spectrum
understands that the
gas transmission
pipeline facilities in
Arizona were
primarily imtalled
to connect the
ptgducing regions
in West Texas or
the Rocky

The safety inquiry
at issue in Rule
202(T) is whether a
weld that must
withstand specified
stresses, such as
operating pressures
up to 1,000 psi, can
withstand those
stresses. The
relevant experience
is welding sldll,
not gas or
petroleum
production
operations. Staff' s
knowledge of
welds is guided by
multiple qualified
welders within

The Commission
agrees with Staff' s
statements regarding
the experience anti
expertise of Pipeline
Safety Program
personnel and their
'involvement with
PHMSA trainings.
The Commission
also agrees, asstated
previously, that
federal regulations
do not provide a
maximum standard
for state pipeline
safety regulation and
that the Commission
need not wait for
PHMSA to conclude
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eachsuch state or
entity and provide a
copy of any
documentation
regarding the
entity's
consideration and
decision not to
adapt the
rgquil-ement_

Mountains to the
substantial energy
market 'm
California. These
larger-scale
facilities are
significantly
different than small-
scale liquefiers such
as Spectrum's
operation. To
determine the
percentage of welds
that mM be tested
for large interstate
facilities, PHMSA
takes 'mtg
consideration the
size of pipe, the
SMYS, and the
Class location of the
pipeline and does
not always require
100 percent x-ray
testing.
While Staff may be
ahead of other states
'm implementing
pipeline safety
rules, it is PHMSA
that has the
expertise to
examine the
adequacy of current
Mes over LNG
facilities. The
Commission should
participate inthe
PHMSA process to
examine the
regulation of LNG
facilities instead of
adopting Rule
202(T), which is
LlI1I1¢c€ssal'y and
will impose
substantial
additional costs
without significant
benefit and which
interferes with
measures already
being undertaken by
Spectrum by
imposing significant
additional cost.

Staff] with decades
(possibly centuries)
of cumulative
experience. Staff
believes that it has
sucient expertise
to understand the
relevant issues
relating to the
quality ofweids.
Staft"s experience
is reliedupon by
federal regulators.
Start's Pipeline
Safety Program
members have
industry
experience, are
federal safety
inspectors, and
must receive
continuous
federally sponsored
training. Sta&s
inspectors have
and continue to
serve as PHMSA
associate
instructors for
PHMSA's Training
andQualification
Division, which is
responsible for
training state and
federal inspectors.
Staff's inspectors
maintain individual
training that
exceeds the
average training
maintained by
federal inspectors.
Additionally,
NAPSR was until
recently chaired by
the Supervisor of
Staffs Pipeline
Program, Robert
Miller. [Mn Miller
retired in May
2016.] StarT's
views are relied
upon by federal
regulators, and
Staff is qualified to
promote pipeline

its process before
permanently
adopting Rule
202(T}.
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safety rule
enhancements.
States are not
bound to treat
federal regulations
M a ceding on the
level of regulation
in pipeline safety
matters, and the
PHMSA process
will address
pipeline operations
regulated by
PHMSA rather
than the intrastate
operations that are
regulated by states.
Staff does not
believe it necessary
or appropriate M
defer adoption of
Rule 202(T) until
PHMSA's
Rulemaking process
concludes.
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& All agencies shall list other matters_p;-escribgd by statute applicable to the specific agency or to any

specific rule or doss of rules. Additionally, an agency subject to Council review under A.RS. §§41-1052_

and 41-1055 shall respond to the following questions:

3. Whether the _rule requires a permit, whether a general permit is u_sed and if not, the reasons why a

general permit is not used;

None

114 Whether a federal lays is appjigzable to the subigct of the rule. whether the rule is more stringent than

federal law and if so., citation to the statutory authority to exceed the requirements of federal law;

The rule amendments bring the state rules into conformity with the federal law, thereby paralleling the federal

law and therefbme are neither more nor less stringent than the federal law.

& Whether a person s_gbmitl:ecl an analysis to to agency Mat egmpares the run's impact of the

eompeigiveness gfjusin 9-: in Uris_§tate in e impact on bgls'm s in other states:_

None

4 A lim of any lqeorporated by reference material M spediid in A.R.S. §41-1028 and LU louqoq in the
run:
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49 CFR 40 (October 1, 2015) adopted in R14»5~202(B)

49 CFR 191 (October 1, 2015) adopted in R14~5-202(B)

49 CFR 192 (October 1, 2015), except I(A)(2) and (3) of Appendix D to part 192 adopted in R14-5-202(B)

49 CFR 193 (October 1, 2015) adopted in R14-5-202(B)

49 CFR 195 (October 1, 2015), except 195.1(b)(2), (3), and (4) adopted in R14-5-202(B)

49 CFR 199 (October 1, 2015) adopted in R14~5-202(B) g
i
i|

14. Whether the rule was previously made. amended or repealed as an emergency rule. If so. cite the

notice published in the Register as speeiiied in R1-1-409(A). Also. the agency shall state where the text was

changed between the emergency and the Final Rulemaking packages;
;

1

Notice of Supplemental Proposed Rulemaking: 21 A.A.R. 3158, December II,2015

Notice of Emergency Rulemaldng: 22 A.A.R. 5, January 1, 2016

Notice of Emergency Rulemaldng Renewal: 22 A.A.R. 1637, June 24, 2016

Changes between the emergency and final rulennnaking packages were made to simplify the text submitted

by including "no chautlge" for those subsections that are not being changed.

I

15. The full text of the rules follows:

'TITLE 14. P UBLIC S ERVICE CORP ORATIONS ; CORP ORATIONS  AND

AS S OCIATIONS ; S ECURITIES  REGULATION

CHAP TER s . CORP ORATION COMMIS S ION _ TRANS P ORTATION

AR TIC LE z. P IP ELINE S AFETY

Section

R14-5-202.

R14-5-203.

R14-5-204.

R14-5-205.

RI4-5-207.

I

E

Construction and Safety Standards for Gas, LNG, and Hazardous Liquid Pipeline Systems

Pipeline Incident Reports

Annua1 Reports

Commission Investigations

Master Meter System Operators

28
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ARTICLE 2. PIPELINE SAFETY

Construction and Safety Standards for Gas, LNG, and Hazardous Liquid Pipeline Systems
I

1.

:

I

8

z
s

i

8

c.

.
E
a

D.

E.

t
I
I

E
I

a
I

8

F .

G.

H.

I.

J.

K.

L.

M.

n.

R14-5-202.

A. No change

B. Subject to the definitional changes in Rl4-5-201 and the modifications noted in this Section, the Commission

adopts, incorporates, and approves as its own 49 CFR 40; 191, 192, except cI)(A)(2) and (3) of Appendix D

to Part 192; 193; 195, except 195.1(b)(2), (3), and (4); and 199(Oetebe1r 1, 2013 October 1, 2015), including

no iiiture editions or amendments, which are incorporated by reference, on File with the 08m of Pipeline

Safety; and published by and available ii-om the U.S. Government Printing Office, 710 North Capital Street

N.W., Washington DC 20401, and at http://www.gpo.gov/fdsys/. For purposes of 49 CFR 192, "Business

District" means an area where the public congregate for economic, industrial, religious, educational, health,

or recreationed purposes and two or more buildings used for these purposes are locatedwithin 100 yards of

each other.

No change

1. No change

2. No change

No change

No change

1. No change

2. No change

No change

No change

No change

No change

An operator of an intrastate pipeline transporting LNG, gas, or ahaurdous liquid shall use a cathodic

protection system designed to protect the metallic pipeline in its entirety, 'm accordance with 49 CFR 192,

Subpart I,October l, 2010 (and no figure amendments), a_s__incorporated by reference in subsection (8ke1nel

copies available Nom the Office of Pipeline Safety and the United Stones Govcmment Printing G8ee¢P=Q=

Box 37 liM, Pittsburgh, PA '5254) 7954, except. Sections (I)(AX2) and (3) of Appendix D to Part 192 shall

not be utilized. This modifies 49 CFR 192.463(a), 193.2629, and 195.571 o

No change

No change

No change

An operator of an intrastate pipeline transporting gas or hazardous liquid that constructs an underground

pipeline system using plastic pipe shall bury the installed pipe with at least 6 inches of sandy type soil, iifee

of any rock or debris, surrounding the pipe for bedding and shady

29
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ng, unless the pipe is otherwise protected as approved by the Office of Pipeline Safety. Steel pipe shall be installed

with at least 6 inches of sandy type soil, tree of any debris or materials injurious to the pipe coating,

surrounding the pipe for bedding and shading, unless the pipe is otherwise protected as approved by the

Office ofPipeline Safety. This modifies 49 CFR 192821, 192.361, and 195.246.

No chge
No change

No change

1. M the case of all gas except LPG, leakage surveys and yang shall be performed pursuant to the

smdmds set by ASME Guide for Gas Transmission and Distribution Pipeline System, Guide

Material, Appendix G-11-1983, including no Mme editions or ameMmenW, which is

incorporated by reference; on file with the 088 of MpeMe Safety; published by and available

Nom ASME, ah Two Park Avenue, New York, NY 100 l6-5990; Md modify by omitting

4.4(c) and by replaehg "should" with "shaH" each time it appears.

In the case of LPG, leakage surveys and dog shall be pedomiWpnnsuant to the standards set

by ASlvE Guide for Gas Transmission ad Distribution Pipeline System, Guide WMM

Appendix G-llA-1983, including no Hume ediNons or amenMenw, which is incorporated by

reference; on File with the Once of Pipele Safety; published by Md available Wm ASME,

Mtee Two Park Avenue, New York,N Y 10016-5990; and mored by replacing "should" with

"shall" each time it appears.

No change

3
9
s
I
Q
I
I
:
I
1
I

:i - .

R.

s .

T.

1

8.

b,

c.

a.

3.

No change

No change

An operator of an LNG facility shall ensure that nondestructive testing is completed for each weld

performed on newly installed, replaced. or repaired pipeline or an appurtenance. This modifies 49 CFR

l93.2303._

No change

1. No change

2. No change

No change

No change

No change

No change

e. No change

£ No change

Within 48 hours ailzer receiving telephonic notification pursuant to subsection (¥ QX2), the Office

of Pipeline Safety shall:

No changea.

O
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4.

5.

b.

No change

That the operator must have the removed portion of pipeline tested, in

accordance With Office of Pipeline Safety directions, by an independent

laboratory selectedby the Otiice of Pipeline Safety as provided in subsection (TP

LJ)(5), to determine the cause or causes of the Mme; or

No change

After providing telephonic notice as providedinsubsection (52 Q)(3Xb), the Office of Pipeline

Safety shall confirm its notification in writing;

No change

No change

Determine, as provided in subsection (111 Q)(6), the independent laboratory that

will do the testing and the period of time within which the testing is to be

b.

No change

No change

1.1.

i.

iii.

i.

i.

No change

NU change

completed;

No change

R
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iii. No change

No change
l

v.

6.

a.

b.

No change

In determining an independent laboratory to perform testing required under subsection (IP LI), the

Office of Pipeiine Safety shall:

No change

No change

No changei .
x

u. No change

c. No change

No changei.

d.

No change

No change

U=X No change

R14-5-203.

No change

No change

Pipeline Incident Reports

A. No change

B. No change

\
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ii.

iv.

ii.
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i

I No change I

i
I
aNo change

No changei.

No c ha nge
• l c

O No change

No change I

No change

• No change

No change

No change

O No change

No change

* No change

No change

9 No change

No change

i , No change

No c&1ange
• • \

1 No Ch2I1g¢

No change

u

No cha nge

No cha nge

v No cha nge

No change
I

4 No c ha nge

No c ha nge

iii. No change

No change

No ChaI1gGg.

No change

No change•

No change

0 No change

No change

No change

No change

I No change
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d
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b

c

e

b

f.

g

e
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d
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e
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c
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3.

1

v

iv.
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ii.
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ii.

iv.

ii.
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No change

1. No change

No change8.

i.

i
i
|

I
i

m .

No change

No change

No change

No change

No change

b.

s
1
I
i

3ll
I

c.

d.

v.

No change

No cbalnge

No change

No change

i
!\
3I
iI
I
I

2.

e.

No change

Form PHMSA F 7100.l: IncidentReport - Gas Distribution System(4ua»e4040ctobera.

b.
I
3
g

I
I

c. I
i
|
I
.

;
I

3.

9

¢

1
I

4.

2014), including no future editions or amendments;

Form PHMSA F 7100.22 Incident Report ._ Naftural and Other Gas Transmission and

Gathering Pipeline Systems (December 20 l2 0ctober 2014), including no fixture editions

or amendments, or

Form PHMSA F 7100.32 Incident Report ._ Liquefied Natural Gas (LNG) Facilities (Jane

20-140ctober 2014), including no future editions or amendments.

Anoperator of an intrastate pipeline transporting hazardous liquid shall *die a written incident

report completed using Form PHMSA F7000-1: Accident Report - Hazardous Liquid Pipeline

Systems(December "'0l2July 2014), including no fixture editions or amendments, which is

incorporated by reference, on tile with the Office of Pipeline Safety, mid published by and

available from PHMSA as set forth 'm subsection (C)(2), any time the operator would havebeen

required to make a notification as required under R14»5-203 (B)(2).

No change

For an LNG; or gas - incident, within 29 days otter detection; and

No change

5.

6.

a.

b.

No Ch8Ilg¢

Alter an incident involving shutdown or partial shutdown of a master meter system, an operator of

a gas pipeline system shall request and obtain a clearance firm the Once of Pipeline Safety

before timing on or reinstating service to athe master meter system or portion of the master meter

system that was shut down.

Rl4-S-204. Annual Reports

A. No change
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1.
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2.
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3.
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I
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4.

Form PHMSA F 7000-1 . 1: Annual Report for Calendar Year 20___ Hazardous Liquid Pipeline

Systems (June 29-l-l-2014), including no ihture editions or amendments, which shall becompleted

in accordance with the PHMSA instructions for the font,

Form PHMSA F7100.1-1: Annual Report for Calendar Y€*21l' 20 Gas Distribution System

('a:n:::ry 'mt 1 May20]5), including no future editions or amendments, which shallbecompleted

in accordance with the PHMSA instructions for the furn;

Form PHMSA F 7100.2- 1: Annual Report for Calendar Year 20__ Natural and Other Gas

Transmission and Gathecring Pipeline Systems(Deeetnbefr "'0l"October2014), include no fume

editions or amendments, which shall be completed in accordance with the PHMSA instructions for

the form, or

Form PHMSA F 7100.3-11 Annual Report for Calendar Year 20__ Liquefied Natural Gas (LNG)

Facilities (=lun=e%0~llOctober 2014), including no future editions or amendments, which shall be

completed 'm accordance with the PHMSA instructions for the form.

I

I

!

I

!

;

1

t

c.

D.

B. No change

R14-5-205. CommissionInvestigations

A. No change

B. While investigating an incident, accident, or event, the Comxnissiore or an authorized agent of the

Commission may.

1. No change

2. No change

3. No change

4. No change

5. No change

6. No change

R14-5-207. Master Meter System Operators

A. No change

B. An operator of a master meter system shall comply with this Section as a condition of receiving service

firm a provider. Noncompliance with this Section by an operator of a master metersmeter system

consdtines grounds for termination of service by the provider when informedin writing by the Owffice of

Pipel'me Safety. In case of an emergency, theOfl:lice of Pipeline Safety may give the provider oral

instructions to terminate service, with written confirmation to be finished within 24 hours.

No change

No change

1. No change

No change

E . No change

1. No change
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a.
x

No change

No change

No change•

c. No change

o No change

Q

1

No change

No charge

No change

No change

No change
\

» No change

No change

U No change

9 No change

Q No change

o change i

a No change

No change

No change0

*
I

I

No change

No 8h3118e

9

I

No change

No change

No change

No change

n

II .

»
I

No change

In the event of an unknown failure of a gas pipeline resulting 'm a master meter system operator's being

required to provide a report under subsection (Q) and in the operator's removing a portion of the failed

pipeline, the following shall occur:

I . No change

No change

No changea.

No change

c . No change

•

e.

No change

No change

No Changfi

p .
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J .
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No change

No Challgti

• No change

No changei.

i
I
I!

8I
l

ii. No change 3

• No change
i

I

i.

No Gh8Ilg€

No change

No change

No change

iii. No change
I

I
No change

No chmuge

No change

i . I

I

E

iii. No change

iv.

9

No change

No change
8
8
I

No change

No Ch3.l1g8•

No change

No cahatngei.

No change

•

i.

No change

No change

No change

No change

•

¢

•

i.

ii.

No change

No change

No change

No change

No change

No change
1  n  Q

1

No change

a

|

vii.

viii.

No change

No change

No change

No change
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b.

c.

d.

No change

An event involving permanent or temporary discontinuance of service to a master meter

system or any portion of a master meter system due to a failure of a leak test or for any

purpose other than to perform routine maintenance;or

No change

2.

a.

No change

No change

b. No change

No change

d.

e.

f .

No change

No change;

No change

No change

3.

g.

No change

R . No change

s. To ensure compliance with dl applicable provisions of this Article, the Commission or an authorized

representative thereof; may enter the premises of an operator of a master meter system to inspect and

investigate the property, books, papers, electronic files, business methods,and8fi%irs that pertain to the

operation of the master meter system.
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ECONOMIC IMPACT STATEMENT
PER A.R.S. §41-1055

1 . BRIEF DESCRIPTION: These amendments will amend rules R14-5-202, R14-5-203,

R14-5 -204, R-14-5-205 and R14-5-207. The proposed amendments are designed to update

the Arizona Corporation Commission Pipeline Safety rules for conformity with the most

current requirements of the Code of Federal Regulations (CFR), Title 49, Parts 40, 191,

192, except 1(A)(2) and (3) of Appendix D to pm 192, 193, 195 (except 195.1(b)(2), (3),

and (4)) and 199 (October 1, 2015) and improve clarity.

2. NEED: The Commission's Pipeline Satiety Section, through its participation in the

Federal Department of Transportation pipeline safety program, receives an annual grant

from the Pipeline and Hazardous Materials Safety Ad1ninistration's Federal Office to offset

the Pipeline Safety Section's operational cost. Additionally, the Pipeline Safety Section

has been granted agent status allowing it to enforce the Federal Pipeline Safety Standards.

To maintain that status and to continue to receive grant monies the Commission must,

pursuant to the  Na tura l Gas  P ipe line  S a fe ty Act and the  Haza rdous  Liquid P ipe line  S a fe ty

Act, adopt and keep current with the Federal Pipeline Safety Standards. The Commission

believes that through the adoption and incorporation by reference of CFR Title 49 updates,

the axles will be consistent with the Federal Regulations and will enhance public safety

whi¢hwi11b¢in:hebes¢inmem¢<»fau¢itiz¢nsinm¢smw0fA1iz0n~a.

3. AFFECTED CLASSES OF PERSONS:

A. Operators of master meter gas distribution systems.

B. kmtrastate operators of natural gas and other gas pipelines.

1



Intras ta te  opera tors  of haza rdous liquid pipe lines

RULE  IMP ACT O N AF F E CTE D CLAS S E S  O F  P E RS O NS

There will be no impact on master meter system operators if they are already

complying with the Federal Pipe}ine Safety Regulations

There will be no impact on operators of natural gas or other gas systems, other than

operators of liquefied natural gas ("LNG") facilities, if they are already complying

with the Federal Pipeline Safety Regulations. Operators of LNG facilities may

experience increased testing costs when welding is performed, although the

additional costs are expected to be minimal as welding is a non-recurring activity

The increased coMe will only occur if the LNG facility operator is not already

ensuring that nondestructive testing is completed for each weld performed on newly

installed, replaced, or repaired pipeline or appurtenances

Arizona testing laboratories uniformly charge for nondestructive testing by the hour

Iarilier than by the weld, and each Arizona testing laboratory would charge for a full

day's labor per technician because the current Arizona LNG facilities are outside

of the lab's vicinity. Each lab charges a Hat rental cost for the mobile testing lab

and darkroom facilities, at a cost of approximately $700 per day, and would charge

travel expense of approximately $0.75 per mile, per diem of $175 per technician

and the costs of consumable testing materials. The costs for the different testing

methods, not including the flat rental cost, technician per diem, and mileage

charges, are estimated as follows



I
I

i
i

3,
i
3

I

g
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(a) Radiography - Labor cost of $145/technician/hour for eight hours and Elm cost

of $36 to $41 per weld;
E
rI
3

(b) Ultrasonic - Labor cost of $80/technician/hour for eight hours;

(c) Liquid penetrant - Labor cost of $75/technician/hour for eight hours and $15
E
8
8
!
!

per can of liquid pene trant used; and

(d) Magnetic particle - Labor cost of $75/technician/hour far eight hours and

approximate ly $35/day for ma te ria ls  used.

E
i
1
!

!
I
1

Because R14~5 ~202(T) allows an LNG facility operator to select the nondestructive

testing method to be used and allows for flexibility in the timing of testing, by

1
1
s
l
s

I
i
s
I

allowing all testing to be performed after all welding is completed versus the current

requirement for testing of a percentage of each day's welds, an LNG facility

;
I
3
I

I

I

f

operator will be able to mitigate its testing expenses and may even find that testing

comes less expensive. Additionally, if testy required by R14-5-202(T) prevents
EI
i

I

g
;
\
\
a

a weld failure Thai would result in release of large quantities of gas, the impacted

LNG facility operator will receive significant benefits in the furn of avoided
5

8
.

product loss and damages, and the public will receive siginiticant benefits due to the

avoided public health and safety hazard that would result.

c. There. will be no impact on operators of hazardous liquid pipelines if they are

already complying will the Federal Pipeline Safety Regulations .

COST AND BENEFITS TO THE AGENCY: The proposed amendments to the

existing Mes will have a minimal cost sent on the Commission and will have no impact
»

on other state agencies. The Coxmnission will benefit by maintaining agent status 'm

3

L2

5.

I

1

x



\
i
1

keeps@ current with the Federal Pipeline Safety Standards. The Commission believes that
E
!l
sby amending the existing rules, the rules will be consistent with the Federal Regulations

and will enhance public safety which will be in the best interest of all citizens in the State

of Arizona.

6. COST AND BENEFITS TO POLITICAL SUBDIVISIONS: For those political

subdivisions that are operators cf intrastate pipelines or master meter orators,&ere will

be little impact to political subdivisions if they are already complying with the Federal

Pipeline Safety Regulations.

7. COST AND BENEFITS TO PRIVATE PERSUNS: The proposed amendments to

the existing rules will have no effect upon private persons or users of the gas service

provided by regulated public utilities as they presently are required to be in compliance

with all standards, but, this will benefit consumers, users and the general public by the

operation and maintenance of a safe pipeline system.

COST AND BENEFITS TO CONSUMERS OR USERS OF ANY PRODUCT OR

SERVICE IN THE IMPLEMENTATION OF THE NEW RULES: The proposed

amendments to the existing rules will have no erect upon consumers or users of the gas

service provided by regulated public utilities as they presently are required to be in t

compliance with all standards, but, this will benefit consumers, users and the general public

by the operation and maintenance of a safe pipeline system.

4
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9. LESS COSTLY OR INTRUSIVE METHODS: The amendments to the rules are the
I

least costly method for obtaining compliance with the long standing minimum safety

standards. The Mes do not impose additional standards. There is no less intrusive method.

I

10. ALTERNATIVE METHODS CONSIDERED: There are no alternative methods

available that ensure the public health and safety to the degree the proposed amendments

ensure .

I

I
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